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DIOEST: 
Blank t r a v e l e r s  checks o b t a i n e d  by t h e  
Government for i s s u a n c e  t o  i t s  employees  i n  
l i e u  of cash t r a v e l  advances  ao c o n s t i t u t e  
o f f i c i a l  Government f u n d s ,  t h e  p h y s i c a l  loss 
or d i s a p p e a r a n c e  of which would e n t a i l  f inan-  
c ia1 l i a b i l i t y  for t h e  a c c o u n t a b l e  o f f i c e r  
i nvo lved .  T h a t  l i a b i l i t y  may be r e l i e v e d  by 
GAO, under  31 u.s.C.  s 3527 ( 1 9 8 2 ) ,  i n  t h e  
same manner as l i a b i l i t y  for a loss i n v o l v i n g  
cash or other  Government funds .  

The A c t i n g  Director of t h e  O f f i c e  o f  F i n a n c e  and 
Management of t h e  u n i t e d  S t a t e s  Department  o f  A g r i c u l t u r e  
(USDA) , h a s  requested o u r  o p i n i o n  c o n c e r n i n g  t h e  l i a b i l i t y  
of i m p r e s t  fund  cashiers for l o s t ,  s t o l e n ,  or otherwise 
unaccounted  for commercial t r a v e l e r s  c h e c k s  which  USDA is 
now i s s u i n g  to  i t s  employees  i n  l i e u  of cash t r a v e l  ad- 
vances .  USDA asked  whether  we a g r e e  t h a t  b l ank  t r a v e l e r s  
checks which  have  been  e n t r u s t e d  t o  imprest fund  cashiers 
under  t h i s  program c o n s t i t u t e  o f f i c i a l  Government funds .  I f  
so, USDA a lso  a sks  w h e t h e r  t h e  cashiers  would have  t h e  
r i g h t ,  under  31 U.S.C. 5 3527 ( 1 9 8 2 ) ,  to o b t a i n  r e l i e f  from 
GAO for l i a b i l i t y  a r i s i n g  from a loss or s h o r t a g e  i n  
cashiers'  a c c o u n t s  w i t h  r e g a r d  t o  t h e  checks  e n t r u s t e d  t o  
them. 

As e x p l a i n e d  below, w e  c o n c l u d e  t h a t  b l a n k  t r a v e l e r s  
c h e c k s  o b t a i n e d  by t h e  Government for i s s u a n c e  t o  i t s  
employees i n  l i e u  of cash t r a v e l  advances  do c o n s t i t u t e  
o f f i c i a l  Government f u n d s ,  t h e  loss  o f  which would e n t a i l  
f i n a n c i a l  l i a b i l i t y  for t h e  a c c o u n t a b l e  o f f icers  invo lved .  
W e  a lso c o n c l u a e  t h a t  a n  a c c o u n t a b l e  o f f i c e r ' s  l i a b i l i t y  f o r  
a p h y s i c a l  loss  i n v o l v i n g  b l a n k  t r a v e l e r s  checks is r e l i e v -  
able under  31 U.S.C. s 3527 i n  t h e  same manner a s  l i a b i l i t y  
fo r  a loss i n v o l v i n g  cash or other Government funds .  
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BACKGROUND 

I n  May 1984, USDA began i s s u i n g  t r a v e l  advances1 /  t o  
i t s  employees  i n  t h e  form of t r a v e l e r s  c h e c k s ,  r a the r  t h a n  
c a s h ,  T h i s  a c t i o n  was u n d e r t a k e n  by USDA i n  accordance w i t h  
t h e  p r o v i s i o n s  of a G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  (GSA) 
r e q u i r e m e n t s  c o n t r a c t  (No. GS-00T-42299) w i t h  C i t i c o r p  Se r -  
v i c e s ,  I n c .  Under t h e  c o n t r a c t ,  C i t i c o r p  agreed t o  p r o v i d e  
b l a n k  t r a v e l e r s  c h e c k s ,  as needed ,  t o  a g e n c i e s  of t h e  
Federal  Government for u s e ,  i n  l i e u  o f  c a s h ,  when making 
a u t h o r i z e d  t r a v e l  a d v a n c e s  t o  Government employees.  

T h e  GSA c o n t r a c t  p r o v i d e s  t h a t  a g e n c i e s  w i l l  accept 
d e l i v e r y  o f  C i t i c o r p  t r a v e l e r s  c h e c k s  i n  accordance w i t h  t h e  
terms and c o n d i t i o n s  of a " T r u s t  R e c e i p t / T r u s t  Agreement." 
Among other t h i n g s ,  t h i s  t r u s t  receipt  agreement  c o n t a i n s  
p r o v i s i o n s :  

- -Requ i r ing  t h e  Government t o  s a f e g u a r d  t h e  t r a v e l e r s  
c h e c k s ,  " g i v i n g  them t h e  same protection as c a s h  and t o  
ho ld  t h e  Checks  a t  t h e  [Government ' s ]  own sole r i s k  of 
loss r e s u l t i n g  f rom employee d i s h o n e s t y  or n e g l i g e n c e  
or d i s a p p e a r a n c e  o f  any  or a l l  of t h e  Checks."  
( p a r a g r a p h  ( e ) ) ;  

- -Requi r ing  t h e  Government t o  r e i m b u r s e  C i t i co rp  for " t h e  
face v a l u e  of any  Checks which have  d i s a p p e a r e d  or 
which t h e  [Government] f a i l s  t o  r e t u r n  t o  [Citicorp] 
upon demand d u e  t o  employee d i s h o n e s t y  or n e g l i g e n c e "  
( p a r a g r a p h  ( 9 ) ) ;  

- -Requi r ing  t h e  Government t o  " m a i n t a i n  a t  a l l  times 
i n s u r a n c e  p r o v i d i n g  a d e q u a t e  c o v e r a g e  f o r  any  and a l l  
losses r e s u l t i n g  from employee d i s h o n e s t y  or n e g l i g e n c e  

- l /  u n d e r  v a r i o u s  s t a t u t e s ,  e .g . ,  5 U.S.C. S 5705 (19821, 
t h e  Government is  a u t h o r i z e d  t o  g i v e  c a s h  a d v a n c e s  t o  
employees  a s s i g n e d  t o  o f f i c i a l  t r a v e l  i n  order t o  c o v e r  
t h e i r  r e i m b u r s a b l e  e x p e n s e s .  
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or t h e  d i s a p p e a r a n c e  o f  any or a l l  o f  t h e  Checks" 
( p a r a g r a p h  ( h )  1 :?/ and 

- - S p e c i f y i n g  t h a t  " n o t w i t h s t a n d i n g  any n o t i c e  to  
[Ci t icorp]  t h a t  a Check h a s  been  l o s t ,  s t o l e n ,  or 
d e s t r o y e d ,  [Ci t icorp]  may, a t  i ts  sole d i s c r e t i o n ,  pay 
s u c h  Check upon p r e s e n t a t i o n ,  whe the r  or n o t  it is 
l e g a l l y  l i a b l e  t h e r e f o r "  ( p a r a g r a p h  (1 ) ) .  

Accord ing  t o  USDA, GSA h a s  i s s u e d  no  g u i d a n c e  c o n c e r n i n g  t h e  
l i a b i l i t y  of a c c o u n t a b l e  o f f i c e r s  for t h e  loss of t r a v e l e r s  
c h e c k s  before t h e y  have  been  i s s u e d  t o  and s i g n e d  by 
t r a v e l i n g  employees .  - 3/  USDA added t h a t :  

"While t h e  c o n t r a c t o r ,  C i t i c o r p  Ser- 
v i c e s ,  I n c .  ( C S I ) ,  takes  r e s p o n s i b i l i t y  for 
losses or shortages u p  to  a CSI-approved 
l i m i t ,  a b s e n t  employee m a l f e a s a n c e  or n e g l i -  
g e n c e ,  w e  c a n  e n v i s i o n  c e r t a i n  c i r c u m s t a n c e s  
where C S I  would n o t  take r e s p o n s i b i l i t y  and  
for w h i c h  w e  fee l  t h e  cash ier ,  as an  

- 2/ W e  are n o t  aware t h a t  any Government agency  under  t h i s  
program h a s  a c t u a l l y  p u r c h a s e d ,  or h a s  been  e x p e c t e d  t o  
p u r c h a s e ,  commercial i n s u r a n c e .  W e  u n d e r s t a n d  t h a t  - t h e  
t r u s t  r e c e i p t  ag reemen t  i s  t h e  same form C i t i c o r p  uses 
i n  d e a l i n g  w i t h  p r i v a t e  sector c u s t o m e r s ,  and assume 
t h a t  t h e  Government ' s  p o l i c y  of s e l f - i n s u r a n c e  would be 
viewed as compl i ance  w i t h  t h e  q u o t e d  p r o v i s i o n .  
F u r t h e r ,  i n  v i ew o f  t h a t  p o l i c y ,  w e  q u e s t i o n  whether  t h e  
p u r c h a s e  of commercial i n s u r a n c e  i n  t h i s  c o n t e x t  would 
be a permissible u s e  of appropriated f u n d s .  

GSA h a s  p romulga ted  a "Temporary R e g u l a t i o n "  which sets 
t h e  pol ic ies  and p r o c e d u r e s  g o v e r n i n g  u s e  o f  t r a v e l e r s  
checks  i n  l i e u  of cash t r a v e l  advances .  49 Fed.  
Reg. 33248 (1984) ( t o  be c o d i f i e d  i n  41 C.F.R. 
ch. 1 0 1 ) .  However, t h a t  r e g u l a t i o n  does n o t  d i s c u s s  
a c c o u n t a b l e  o f f i c e r  l i a b i l i t y  for  t r a v e l e r s  checks.  

- 3/  
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accountable officer would be able to request 
relief from [GAO] .*I4/ - 
Accountable officers are automatically and strictly 

liable for Government funds entrusted to them. u., 
Serrano v. United States, 612 F . 2 d  525, 528 (Ct. C1. 1979); 
54 Comp. Gen. 112, 114 (1974). However, under the provi- 
sions of 31 U.S.C. S 3527, GAO is authorized to relieve 
accountable officers from liability for "the physical loss 
or deficiency of public money, vouchers, checks, securities, 
or records" when GAO concurs with the determination of the 
head of the employing agency that the loss occurred in the 
course of the accountable officer's official duties, and was 
not the result of fault or negligence on the part of the ac- 
countable officer. 

DISCUSSION 

Legal commentators suggest that travelers checks were 
created in 1891 : 

"*  * * in response to the need for an in- 
strument with the marketability of cash and 
yet the safety of a bank draft. The impor- 
tant feature of a traveler's check is the 
signature-countersignature scheme, and be- 
cause of it the owner may carry the check 
without fear of suffering a financial setback 
if it is'lost or stolen, but nevertheless may 
properly cash it without proving his ident- 
ity. To assure continued 'acceptance of tra- 
veler's checks by the public, issuers often 
absorb losses rather than assert possible 
defenses against redemption * * *." Annot., 
42 A.L.R. 3d 846, 848 S 2 (1972) (citations 
omitted) . 
Travelers checks are generally regarded as negotiable, 

bearer instruments which were intended to be, and have be- 
come, widely accepted by the public as substitutes for 

- 4/ The situations in which Citicorp is contractually obli- 
gated to "take responsibility for losses or shortages" 
are not entirely clear to us. For purposes of this 
decision, however, it is sufficient to recognize that 
there will be situations in which the Government may be 
required to pay for lost or stolen checks. 

- 4 -  
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cash.?/ The  GSA c o n t r a c t  and t h e  t r u s t  receipt ag reemen t  
r e f l e c t  t h e s e  fac t s .  C i t i c o r p  t r a v e l e r s  c h e c k s  are t o  be  
i s s u e d  i n  place o f ,  and as t h e  f u n c t i o n a l  e q u i v a l e n t  t o ,  
c a s h  t r a v e l  advances .  Moreover ,  t h e  c o n t r a c t  and t r u s t  re- 
ce ip t  ag reemen t  r e q u i r e  t h e  Government  t o  " s a f e g u a r d  t h e  
Checks  * * *, g i v i n g  them t h e  same p r o t e c t i o n  as c a s h  and t o  
h o l d  t h e  Checks  a t  t h e  [Governmen t ' s ]  sole r i s k  o f  loss 
* * * or d i s a p p e a r a n c e . "  S i n c e  t h e  Government is  l i a b l e  f o r  
t h e  loss o f  Ci t icorp t r a v e l e r s  c h e c k s  as  though  t h e y  were 
c a s h , /  i t  s t a n d s  t o  r e a s o n  t h a t  a c c o u n t a b l e  o f f i c e r s  
s h o u l d  be h e l d  l i a b l e  for ,  and r e l i e v a b l e  f rom, losses o f  
t r a v e l e r s  c h e c k s  as though  t h e y  were cash.l /  

Ano the r  approach is r e f l e c t e d  i n  o u r  d e c i s i o n  B-190506, 
December 20, 1979,  i n  wh ich  w e  c o n c l u d e d  t h a t  t h e  disappear- 
a n c e  of T r e a s u r y  bonds  and  i n t e r e s t  coupons  r e s u l t e d  i n  a 
loss t o  t h e  U n i t e d  S t a t e s .  I n  t h a t  case, t h e  a c c o u n t a b l e  

!/ See, e.g., Amer ican  Express C o .  v. Anadarko  Bank h T r u s t  - C o . ,  67 P.2d 55 ,  58  (Ok la .  1 9 3 7 ) ;  T r a n s c o n t i n e n t a l  C 
W e s t e r n  A i r ,  I n c .  v. Bank of America, 116 P.2d 791,  
795-96 ( C a l .  D i s t .  C t .  App. 1 9 4 1 ) ;  American Express 
C o .  v. Rona T r a v e l  S e r v . ,  77 N . J .  S u p e r .  566 ,  187 A.2d 
206, 210-11 ( N . J .  Supe r .  C t .  Ch. Div. 1 9 6 2 ) ;  Ashfo rd  v. 
Thomas Cook h Son ( B a n k e r s )  L t d . ,  471 P.2d 5 3 0 , 5 3 3 - 3 4 -  
(Hawaii 1 9 7 0 ) .  -- S e e  a lso Note, 41 Georgetown L . J .  91 
( 1 9 5 2 ) ;  Annot . ,  42 A.L.R. 3 d ,  s u p r a ,  SS 2 ,  3 a t  848-55. 

- 6/  cf., e.g., Amer ican  Express Co. v.  Rona T r a v e l  S e r v . ,  
187 A . 2 d  a t  211-12 (terms o f  c o n t r a c t  be tween t r a v e l e r s  
check company and t r a v e l  agency  s e l l i n g  c h e c k s  on com- 
m i s s i o n  basis  d e t e r m i n e d  t h e  l i a b i l i t i e s  o f  t h e  par t ies  
and  were c o n s t r u e d  t o  mean t h a t  t r a v e l e r s  c h e c k s  were 
t h e  e q u i v a l e n t  of c a s h ,  t h e  loss  o f  which  must  be  b o r n e  
by t h e  t r a v e l  agency ,  n o t  t h e  i s s u e r  of t h e  c h e c k s ) .  - S e e  -' also M e l l o n  N a t ' l  Bank v. C i t i z e n s  Bank & T r u s t  
2, C o  88 F.2d 128 ,  133  ( 8 t h  C i r .  1 9 3 7 ) ;  T r a n s c o n t i n e n t a l  
& W e s t e r n  A i r ,  I n c . ,  116 P.2d a t  795. 

Cf,, e.g., A s h f o r d ,  471 P.2d a t  534 ( " [ I l f  t r a v e l e r s  
c h e c k s  are i n t e n d e d  by t h e  i s s u e r  and  a c c e p t e d  by t h e  
p u b l i c  as a medium o f  e x c h a n g e  t o  t a k e  t h e  place o f  
money, t h e y  s h o u l d  be s u b j e c t  t o  t h e  same r u l e s  o f  law 
a p p l i c a b l e  t o  money unde r  l i k e  c i r c u m s t a n c e s .  " )  

- '/ 

- 5 -  



B-2 

o f f 1  a r g u e d  t h a t  t h e  U n i t e d  S ta tes  s u f f e r e d  no loss f o r  
whic.  . he  a c c o u n t a b l e  o f f i c e r  migh t  l e g a l l y  b e  h e l d  l i a b l e .  
Her azgument  was based on  t h e  f a c t  t h a t  t h e  bonds haa n o t  
y e t  been  c a s h e d  and  t h a t  a "s top  payment" n o t i c e  had been  
placed o n  them. W e  d i s a g r e e d  and  p o i n t e d  o u t  t h a t  t h e  bonds  
and  coupons  were n e g o t i a b l e ,  b e a r e r  i n s t r u m e n t s ,  and  t h a t  a 
" s t o p  payment" n o t i c e  n e i t h e r  p r e v e n t s  t h e  c a s h i n g  of t h e  
bonds  and coupons ,  no r  c o m p l e t e l y  e x t i n g u i s h e s  t h e  Govern- 
m e n t ' s  l i a b i l i t y  t o  pay  on  them. W e  t h i n k  t h e  a n a l y s i s  used 
i n  B-190506, s u p r a ,  may be a p p l i e d  w i t h  e q u a l  f o r c e  t o  t h e  
fac t s  o f  t h e  p r e s e n t  case. Both  cases i n v o l v e  n e g o t i a b l e ,  
bearer i n s t r u m e n t s . 8 /  I n  n e i t h e r  case c a n  t h e  Government 
e f f e c t i v e l y  p r e v e n t - t h e  payment of t h e  s t o l e n  bonds or 
t r a v e l e r s  checks .g /  - 

CONCLUSIONS 

Based on  t h e  f o r e g o i n g ,  w e  c o n c l u d e  t h a t  t h e  loss  or 
d i s a p p e a r a n c e  of a t r a v e l e r s  check  w h i l e  i n  t h e  c u s t o d y  o f  
a n  a c c o u n t a b l e  o f f i c e r ,  t o  t h e  e x t e n t  t h e  Government is 
o b l i g a t e d  t o  pay for it  ( i . e . ,  to  t h e  e x t e n t  t h e  i s s u e r ,  i n  

- 8/ I n  T r a n s c o n t i n e n t a l  & W e s t e r n  A i r ,  I n c . ,  116 P.2d a t  
795-96, t r a v e l e r s  c h e c k s  are compared to  and treated i n  
t h e  same manner as  "Government bonds." S i m i l a r l y ,  i n  
A s h f o r d ,  471 P.2d a t  534 ,  q u o t i n g  from Cooke v. U n i t e d  
States .  91 U.S. 389 ( 1 8 7 5 ) .  t h e  c o u r t  found t h a t  t rave l -  
ers checks  s h o u l d  b e ' t r e a t e d  i n  a manner similar t o  
" T r e a s u r y  n o t e s . "  2, Cf e .g . ,  Peoples S a v i n g s  Bank v.  
American S u r e t y  Co., 1 5  F. Supp. 911 ,  913-14 ( D .  Mich. 
1 9 3 6 )  ( t r a v e l e r s  c h e c k s  are h e l d  to  be " s e c u r i t i e s , "  for 
t h e  p u r p o s e s  of a n  i n d e m n i t y  bond a g r e e m e n t  c o v e r i n g  
losses t h a t  m i g h t  be s u f f e r e d  by t h e  b a n k ) .  

T h e  c o n t r a c t ,  a s  q u o t e d  ea r l i e r ,  s p e c i f i c a l l y  p r o v i d e s  
t h a t ,  n o t w i t h s t a n d i n g  any  n o t i c e  by t h e  Government t o  
Ci t icorp,  s t o l e n  t r a v e l e r s  c h e c k s  may be paia by C i t i -  
corp. Even had  t h e  c o n t r a c t  n o t  so p r o v i d e d ,  there is 
case law t o  s u p p o r t  t h e  p r o p o s i t i o n  t h a t  C i t i c o r p  m i g h t  
be r e q u i r e d  t o  honor  s t o l e n  t r a v e l e r s  c h e c k s  i f  t h e  
s i g n a t u r e s  o n  t h e  t r a v e l e r s  check  matched e a c h  o t h e r .  

- 9/  

- See e .g . ,  T r a n s c o n t i n e n t a l  & Western A i r ,  I n c . ,  116 P.2d 
a t  795-96; Amer ican  Express C o ,  V. Anadarko  Bank & T r u s t  
.I Co 67 P.2d a t  57-58; A s h f o r d ,  471 P.2d a t  533-34. - S e e  
- r  a lso  Annot. ,  42 A.L.R. 3d a t  850-51 ( a i s c u s s i n g  Uni form 
Commercial Code s §  3-115, 3 - 4 0 7 ( 3 ) ) .  

See e .g . ,  
a t  795-96; 
- T r a n s c o n t i n e n t a l  & Western A i r ,  I n c . ,  116 

Amer ican  Express C o ,  V. Anadarko  Bank & T 
.I Co 67 P.2d a t  57-58; A s h f o r d ,  471 P.2d a t  533-34. 
- r  a lso  Annot. ,  42 A.L.R. 3d a t  850-51 ( a i s c u s s i n g  Uni 
Commercial Code §§ 3-115, 3 - 4 0 7 ( 3 ) ) .  

P.2d 
r u s t  
See 
- 

~ 

f o r m  
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t h i s  case C i t i co rp ,  has  n o t  accepted r e s p o n s i b i l i t y  under  
t h e  g o v e r n i n g  a g r e e m e n t s ) ,  does g i v e  r i s e  t o  a loss of Gov- 
e rnmen t  f u n d s  f o r  w h i c h  t h e  a c c o u n t a b l e  o f f i c e r  i n v o l v e d  
would be l i a b l e .  I n  a d d i t i o n ,  t h e  r e l i e f  a u t h o r i t y  p r o v i d e d  
i n  31 U.S .C .  S 3527 would be a v a i l a b l e  i n  appropriate  cases, 
j u s t  as w i t h  o ther  losses of p u b l i c  funds .  

A s  a f i n a l  n o t e ,  w e  emphas ize  t h a t  t h i s  d e c i s i o n  is 
c o n c e r n e d  s o l e l y  w i t h  t h e  l i a b i l i t y  and re l ief  of accoun t -  
a b l e  o f f i ce r s ,  and n o t  t h e  employee p e r f o r m i n g  t h e  t r a v e l .  
T h e  “ c u s t o d y ”  of t h e  a c c o u n t a b l e  o f f icer  e n d s  when t h e  
t r a v e l e r s  check  is  p r o p e r l y  t u r n e d  o v e r  t o  t h e  t r a v e l e r .  
T h e  t r a v e l e r ,  w h i l e  a c c o u n t a b l e  for t h e  f u n d s ,  i s  n o t  
e l i g i b l e  for  re l ief  under  t h e  a c c o u n t a b l e  o f f i c e r  s t a t u t e s .  
54 Comp. Gen. 190 (1974); B-183489, J u n e  30, 1975. However, 
unde r  t h e  terms of C i t i c o r p ’ s  T r a v e l e r s  Checks P u r c h a s e  
Agreements ,  Federal employees  who r e c e i v e  t h e i r  t r a v e l  
a d v a n c e s  i n  t h e  form of t r a v e l e r s  c h e c k s  may be r e i m b u r s e d  
by C i t i c o r p  for t r a v e l e r s  c h e c k s  t h a t  are l o s t  or s t o l e n .  

of t h e  U n i t e d  S t a t e s  
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